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JUDGE WALLIS: Let's be on the record,
please, for our March 1, it is today, session in
Docket Numbers UT-960369, et al. For today's

session, Commission Staff is calling to the stand its
witness, Thomas L. Spinks, and a number of documents
have been submitted in conjunction with his

testimony. | would like to identify those documents

for the record at this time.

The first is marked as Exhibit 251-T for
identification. That is the testimony of Thomas L.
Spinks. Exhibit 252 is the qualifications of Thomas
L. Spinks. 253 is designated Deaveraged Rate
Proposal for US West. 254 is Deaveraged Rate
Proposal for GTE Northwest. 255-T is the responsive
testimony of Thomas L. Spinks.

Two-fifty-six is US West Deaveraged Loop
Rates. 257 is US West Deaveraged Loop Rates,
Three-zone Option. 258 is GTE Northwest Deaveraged
Loop Rates by Density Zone. 259 is GTE Northwest
Deaveraged Loop Rates by Density Zone, Three-zone
Option. 260-T is the rebuttal testimony of Thomas L.
Spinks.

In addition, there has been distributed an
errata sheet for Thomas L. Spinks containing errata
to his responsive and rebuttal testimony. I'm going



02614

OCO~NOUITARWNE

to mark that as 260-E. In addition, Staff has
distributed a Revised Exhibit 261, and I'm marking
that Revised 261, dated February 29, 2000. The
subject is US West Four-zone Three Distance Band
Comparison. 262 --

MS. RENDAHL: Your Honor, | would say the
title's somewhat -- it's both for US West and GTE,
although it's titled US West.

JUDGE WALLIS: Very well, thank you.
Two-sixty-two has been distributed, as have some
other documents by US West, for potential use on
examination of this witness. 262 is the Staff
response to US West Data Request Number Seven. 263
is the Staff response to Data Request Eight. 264,
the response to Data Request Nine.

Two-sixty-five is the response to Data
Request 10. 266, the response to Request Number 11.
267, the response to Request Number 12. 268, the
response to Request Number 13. 269 is the response
to Request Number 14. 270, the response to Data
Request Number 15. 271, the response to Data Request
Number 16, and 272 is the response to US West Data
Request Number 17.

Finally, GTE has presented a document for
potential use on cross. That is a regression graphs
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document, and it is marked as 273 for identification.
Is there anything else of a preliminary nature?

I'd just note that Counsel for the
Commission Staff has returned today, and is replacing
Ms. Johnston. Ms. Rendahl, did you want to state

your appearance for the record?

MS. RENDAHL: Yes, Your Honor. Ann E.
Rendahl, R-e-n-d-a-h-I, for Commission Staff,
Assistant Attorney General.

JUDGE WALLIS: Thank you very much. Mr.
Spinks, would you please stand and raise your right
hand?

Whereupon,

THOMAS L. SPINKS,
having been first duly sworn, was called as a witness
herein and was examined and testified as follows.

MR. EDWARDS: Judge Wallis, may | ask a
question?

JUDGE WALLIS: Mr. Edwards.

MR. EDWARDS: Is there an exhibit number,
and I'm sure you said it and | missed it, with
respect to the errata that was handed out yesterday?

JUDGE WALLIS: Yes, I've designated that as
260-E.

MR. EDWARDS: I'm sorry. Well, then, I'm
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confused. There was an errata that was handed out
the first day of hearings that | thought had been
labeled 260-E, and then there was an additional
errata that was distributed yesterday.

JUDGE WALLIS: Let's be off the record.

(Discussion off the record.)

JUDGE WALLIS: Let's be back on the record,
please. In some administrative discussions, it's
been determined that there is one errata sheet, which
is marked as Exhibit 260-E, and there is a Revised
Exhibit 261, designated Revised, and dated 2/29/2000.
That is the only Exhibit 261 that we have marked for
identification at this point. So now, with that, Ms.
Rendahl.

DIRECT EXAMINATION
BY MS. RENDAHL:

Q. Mr. Spinks, would you please state your
full name for the record, state your position with
the Commission, and your address here with the
Commission?
A. Certainly. My name is Thomas L. Spinks,

that's S-p-i-n-k-s. | am a telecommunication
industry expert on the Staff of the Washington
Commission. My business address is P.O. Box 47250,
Olympia, Washington, 98504.
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1 Q. Mr. Spinks, do you have any corrections or
2 additions to the testimony that you are sponsoring
3 today?

4 A. Beyond --

5 Q. The testimony and exhibits, excuse me, that
6 you're sponsoring today?

7 A. No, not beyond what has already been

8 identified.

9 Q. So the errata sheet that's been identified

10 as Exhibit 260-E, you don't have any additional --

11 anything additional to that?

12 A. Well, no. During the course of the

13 hearing, there were some -- through the testimony of
14 other witnesses, there were a couple places in my
15 testimony where | had got something wrong. But
16 rather than strike that, | think we'd just deal with

17 that as we got to it. And beyond that, there was

18 Exhibit 261-R.

19 Q. And would you explain what that revision is
20 for the record?

21 A. On 261-R, on Monday, GTE distributed a

22 motion to strike specific references to HAI 5.0. And
23 in reviewing that, | discovered that in -- it was

24 pointed out that in my Hatfield 3.1 estimates, that
25 there are four-wire centers out of the 210 that 3.1
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did not produce cost estimates for. And what | had
done was to use the 5.0 estimates in the 3.1
equations for GTE to fill in those gaps with. After
the motion to strike, it was no longer appropriate to
have that in there. It wasn't until Monday that |
became aware of that, and so | prepared a new
exhibit, which removed the four -- removed the HAI
5.0 cost data, substituted in the cost estimates that
GTE itself had developed for Mr. Denney to use to
fill in the gaps with, and used those, then, to redo
the regression and the flat zone rates for GTE, and
that's the only part of Exhibit 9 that's changed.

The bottom half for GTE, for example, in
the zone average of 16.50 for the greater than 650
density zone, that was 16.55. So it made a small
difference in the estimates, but made the cost
estimates totally consistent with 3.1 cost data, per
the Commission's directive.

MS. RENDAHL: Thank you. I'd tender the
witness for cross-examination or voir dire, whichever
the bench chooses.

JUDGE WALLIS: Are you offering the
exhibits?

MS. RENDAHL: And I'm offering the
exhibits.
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1 JUDGE WALLIS: Mr. Edwards.

2 MR. EDWARDS: | do. | have an objection

3 with respect to Exhibit 261-R, and I'd like to voir

4 dire the witness.

5 JUDGE WALLIS: Please proceed.

6 VOIR DIRE EXAMINATION

7 BY MR. EDWARDS:

8 Q. Mr. Spinks, my name is Jeff Edwards. Good
9 morning, sir.

10 A. Good morning.

11 Q. Your errata sheet, which has been labeled
12 Exhibit 260-E, is unrelated, isn't it, sir, to

13 Exhibit 261-R?

14 A. Well, they're both part of my rebuttal

15 testimony.

16 Q. But your Exhibit 261-R -- well, first, your

17 errata sheet has four specific changes; correct?
18 A. Yes.

19 Q. And at least in four paragraphs. Paragraph
20 one, paragraph two, paragraph three all deal with
21 numbers in your responsive direct testimony, which is
22 Exhibit 255-T; correct?

23 A. Yes.

24 Q. And the only change with respect to your
25 rebuttal testimony is the change in the designation
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of the US West tariff in Exhibit 262 -- 260-T; is
that correct?

A. Yes.

Q. And 261-R, that was handed out yesterday
evening, is unrelated to any of the changes that you
make in 260-E in your responsive testimony; correct?

A. Yes.

Q. Allright. Now, with respect to 261-R, the
original 261 that was attached to your rebuttal
10 testimony -- let me ask it this way. The original
11 261 was attached to your rebuttal testimony; is that
12 correct?

13 A. Yes.

14 Q. And that rebuttal testimony is Exhibit

15 260-T; correct?

16 A. Yes.

17 Q. And when you prepared Exhibit 260-T, you
18 knew at the time that you prepared that document that
19 a motion to strike all use of Hatfield Model 5.0a had
20 been filed; correct?

21 A. Yes.

22 Q. Soin fact, the motion to strike was not

23 distributed on Monday of this week, was it, sir?

24 A. No, and | didn't say it was. | said that

25 GTE's motion to strike specific references was

OCO~NOUITARWNE
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distributed on Monday.

Q. And that's what I'm asking you, sir.

Actually, the motion had been filed sometime before
that, it had been granted, and what GTE distributed

on Monday was those portions of the testimony that
should be struck because the motion had been granted,;
correct?

A. Yes.

Q. Allright.

A. And | might point out that there are
delineations in there that are incorrect. We don't
agree with all of the information that GTE has
suggested should be struck.

Q. But with respect to what we're focusing on
right now, which is your Exhibit 261 and your Exhibit
261-R, you agree with me that when you prepared that
exhibit knowing the motion to strike HAI 5.0
references had been filed, you nevertheless included
in your exhibit to your rebuttal testimony, 260-T,
5.0a information for Fairfield, Loomis, Malden and
Thorton; isn't that correct?

MS. RENDAHL: | object right now, Your
Honor. | understand that the intent of the voir dire
is to indicate that there was an objection to the 5.0
data at the time the rebuttal testimony was filed.
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However, the specifics of the objection were not
filed until Monday. Now, the motion was not decided
until after the rebuttal testimony had been filed,

and so at that time there was still pending a
guestion as to whether it was appropriate or not to
include that information in the testimony, so | don't
believe that there is a problem in having filed the
testimony with that information in it.

Now, and once the motion was granted, then
there is that issue pending, and | think that's what
Mr. Spinks intended to address. So | understand the
line of questioning here, but I'm not sure we need to
go there.

MR. EDWARDS: With all due respect, the
witness knew the motion had been filed when he
prepared his testimony. And in fact, when he
prepared the testimony, he stated that the 3.1
version that was contained in his exhibit was
intended to exclude all 5.0a data. That's why he
offered the alternative versions. But in fact,
knowing the motion had been filed, 5.0a information
was nevertheless included in the 3.1 run.

Once the witness, after the motion had been
granted, | assume that the witness did not go back
and check his papers or whatever to see whether any
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of his runs were still tainted, even though the
testimony said that they weren't. It was only when
GTE distributed the specific testimony references
that needed to be struck as a result of the granting
of the motion that the witness, at that time, has now
changed the analysis, changed the numbers, rerun a
deaveraging, done additional regression analysis,
which is a substantive change to the testimony which
was distributed last evening.

MS. RENDAHL: Your Honor, | believe, as Mr.
Spinks has stated on the record, that the change was
to three exchanges out of a large number of them, and
let me ask Mr. Spinks a question.

MR. EDWARDS: If | could finish my voir
dire before we go back with redirect.

JUDGE WALLIS: Very well.

Q. In addition to the Fairfield, Loomis,
Malden and Thorton exchanges, Mr. Spinks, you also
used a 5.0a number for Stevens Pass; is that correct?
A. Yes.
Q. Now, in the revision that was handed out
last night, I'm correct, aren't I, Mr. Spinks, that
you, for Fairfield, Loomis, Malden and Thorton, did
not use the 5.0a numbers, but instead used $55.97 for
each of those, which is GTE's corrected number to
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AT&T's original proposal?

A. | substituted that number in for those four
wire centers, plus Stevens Pass, which also had HAI
5.0 data.

Q. Right.

A. Or five wire centers.

Q. But there's a difference between those
other four and Stevens Pass; correct? Hatfield 3.1
actually does not have a number at all for Fairfield,

Loomis, Malden and Thorton; correct?

A. Oh, that's correct, yes.

Q. But Hatfield 3.1 does have a number for
Stevens Pass; correct?

A. It does, but that --

Q. You choose --

A. But that number is what | call a bad data
point, and it should be eliminated from there,
regardless of whether you substitute in a 5.0 number
or simply leave it totally out of the analysis.

Q. So for Stevens Pass, 3.1 has a data point,
but you decided that it was bad and excluded it?

A. Well, I'm not the only one. Mr. Tucek
himself noted in his direct testimony that the
Stevens Pass data point was some eight or 10 times
higher value than any other wire center in the group,
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1 and that -- | mean, | think it's clear that it's an

2 erroneous data point.

3 Q. Idon't want to quibble with you about

4 that. Mr. Tucek did not rely on 3.1. You did,

5 though; correct?

6 A. That's correct.

7 Q. Allright. Are there any other bad data
8 points in 3.1 that you changed?

9 A. Not that | recall.

10 Q. And in the work papers that you gave us
11 yesterday evening, you did a regression analysis; is
12 that correct?

13 A. | simply redid the regression that | had

14 done earlier using the different data points, using

15 the substitute data points. | didn't redo it as if |

16 did a different analysis, no.

17 Q. You did not do a regression to determine

18 the coefficient of the average loop lengths and, in

19 fact, excluded all five of those exchanges we've

20 talked about?

21 A. Yes, that's right. | excluded them in the

22 regression. |included them in the flat zones, and |

23 excluded them from the regression, because they're --
24 yes, that's right.

25 MR. EDWARDS: That's all the voir dire
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questions | have, and then | have a motion.

JUDGE WALLIS: Ms. Rendahl.

MS. RENDAHL.: | would just submit that when
Mr. Spinks became aware of the problem with his
exhibit and the data points on Monday, that he, at

that point, made the necessary change to his exhibit,

and | believe that's responsive to the Commission's
granting the motion to strike references to 5.0 and

to make the data useful to the Commission in

considering the information.

And considering the late changes that have
been allowed in this case so far, | think this is a
minor revision to an exhibit to make it consistent
with the Commission's wishes. And | don't believe it
raises such significant evidentiary problems to GTE,
given that the substitutes are data that they have
provided themselves. It's not something that Staff
has developed on their own.

So | would request that the Commission
allow the revised exhibit to be admitted and used in
this proceeding.

JUDGE WALLIS: Mr. Edwards.

MR. EDWARDS: The issue is not a minor one
for several reasons. When the testimony filing
began, | can tell you there was a lot of discussion
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within my client regarding what model runs and what
information could be used. We made the decision to
play by the rules. That's why we filed our original

direct testimony, about which there's been much
cross-examination of GTE about why you changed your
mind. But we played by the rules.

On the other hand, when we received
testimony that did not follow the rules as we
understood them, we responded with a motion. The
10 motion was granted. Staff witness knew the motion
11 was pending at the time the alternative analysis was
12 prepared with the rebuttal testimony, and in fact,

13 stated that he was providing an analysis that did not
14 claim that -- did not include that information. That
15 turned out not to be true.

16 When GTE brought that to the attention not
17 only of the Staff, but everybody, so that everybody
18 knew that, then a revision was filed the day before
19 the witness files that changes substantively the

20 proposal from the Staff with respect to the Hatfield
21 3.1 run. Not only does it change it in a way that is
22 indicated to include data from 3.1 only. When there
23 is 3.1 data for Stevens Pass, it's excluded. So

24 again, my concern, even with the revision, is that
25 the data that's being generated and is ostensibly

OCO~NOUITARWNE
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being relied on, in fact, is not. And for that
reason, | move to exclude 261-R.

JUDGE WALLIS: Very well.

MR. KOPTA: Judge Wallis, may | be heard on
this?

JUDGE WALLIS: Mr. Kopta.

MR. KOPTA: We support Staff's position on
this motion. | think there are a couple of
additional factors that Ms. Rendahl didn't mention
that we think are pertinent here. First, GTE and US
West, when they filed their motion to strike, did not
at that time identify specific portions of the
testimony that they sought to strike. Rather, they
simply made a blanket motion to strike references and
the use of Hatfield 5.0a.

Certainly, it has been my experience with
this Commission that in filing motions to strike, one
generally includes specific references to testimony
that one wishes to strike, not just a general
authorization to later specify those portions of the
testimony.

JUDGE WALLIS: Mr. Kopta, I'm going to
interject here in the sense that I think we have
enough information, argument on the record to make a
decision on the admissibility of the revised
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document, and I'd like to try to confine the field of
discussion, if we can, to what's been stated already.

MR. KOPTA: And that is simply what I'm
going to, which is that I think Mr. Spinks has made
clear this morning that once it became clear to him
which specific references GTE has in mind, he made
the corrections that he has identified to bring his
testimony into compliance with the Commission's order
based on information that was already in the record.

And that is something that certainly GTE's
witnesses have done in preparing their alternative
proposal, based on testimony that Mr. Denney
provided. And in addition, Mr. Thompson, on the day
he was to testify --

JUDGE WALLIS: Mr. Kopta, I think I'm ready
to make a ruling.

MR. KOPTA: Thank you.

JUDGE WALLIS: That is that we are going to
reject the motion to exclude. | don't see that
there's been any nefarious action on the part of
Staff. The Staff appears to have responded
responsibly to information as they knew it. There
appears to have been a mistake, which is being
corrected. As to the significance of the mistake and
the propriety of data that you've alluded to, you're
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free to continue cross-examination on that point and
to offer to the Commission the values that you think
would be appropriate.

And let me ask if there is objection to any
of the other documentary exhibits? It appears that
there is none, and those exhibits are received.

MR. EDWARDS: Judge Wallis, | appreciate
the indulgence of the Commission to allow me to make
a record on that point.

JUDGE WALLIS: Thank you. Ms. Rendahl, do
you have anything further of the witness?

MS. RENDAHL: No, | believe the witness is
available for cross-examination.

JUDGE WALLIS: Very good. Mr. Edwards,
would you like to lead off?

MR. EDWARDS: Sort of warmed up here, so --

CROSS-EXAMINATION

BY MR. EDWARDS:

Q. Good morning again, Mr. Spinks.

A. Good morning.

Q. Inyour original testimony, you'd agree
with me that you made a proposal to deaverage
switching costs. And in your rebuttal testimony,
Exhibit 260-T, you have withdrawn that proposal?

A. That's correct.
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1 Q. With respect to Exhibit 251-T, Mr. Spinks,

2 would you turn to page two?

3 A. I'mthere.

4 Q. Line 19, sir. You'll agree with me that,

5 in preparing at least your original proposal, you

6 attempted to identify geographic areas having

7 significant cost differences?

8 A. That's correct.

9 Q. And you'd agree with me that you were not
10 able to do that, were you?

11 A. No, I wouldn't agree. I'll agree that |

12 was not able to find unique areas with statistical
13 differences, but nonetheless developed areas that do
14 have statistically significant differences.

15 Q. Were you able to identify geographic areas
16 having significant cost differences?

17 A. Yes.
18 Q. Butyou didn't use them in your proposal,
19 did you?

20 A. | believe I did.

21 Q. Infact, sir, you just defaulted to the

22 density zone levels in the Hatfield Model; correct?
23 A. Well, the density -- yes, | guess you could
24 say it that way, but my point would be that the

25 density zone from the model, there were significant
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differences between them.

Q. Look at page four of Exhibit 251-T, and |
want to say it the way you say it. Do you agree with
me you said that Staff could not determine a unique
-- I'm talking about line two, sir. Staff could not
determine a unique set of geographic areas where
costs differed significantly. Is that your
statement?

A. That's correct, yes.

Q. And so Staff chose to use the preexisting

HAI Model density zones; is that correct?

A. Yes.

Q. Your proposal, | think all of your
proposals, is to determine a deaveraged cost at the
exchange level, is that correct?

A. Yes, that's correct.

Q. Why do you believe use of an exchange level
is preferable to wire center?

A. [ think the two reasons that | think the
exchange level ought to be pursued is, one, in Phase
| -- or I'm sorry, not in Phase |, but rather in
Docket UT-980311, the universal service case, we
found the exchange to be the geographic level at
which universal service costs would be determined.
And as parties have recognized, there a linkage
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between the universal service, wholesale and retail
deaveraging.

And the idea was that to, maintain
consistency between the level, the geographic level
at which the wholesale deaveraging took place, and
the level, geographic level at which universal
service funding is determined. Let's see. That's
right.

OCO~NOUITARWNE

The second reason had to do with simply

10 some administrative simplicity issues, where

11 exchanges -- exchange areas are contiguous geographic
12 areas, wire center areas in which people receive

13 service at a common rate, for instance. And the idea
14 that the wholesale rates beyond that level, just for

15 administrative simplicity purposes, was the other

16 reason.

17 Q. Did you conduct any direct analysis of the

18 accuracy, if you will, of cost determination at the

19 wire center versus the exchange level?

20 A. 1didn't, but I've seen in the testimony of

21 others that have calculated the cost on wire center

22 level that you get a lower cost in, say, a Zone One

23 with a pure wire center approach than you do with the
24 exchange level approach. What that means is you're
25 introducing some distortion into what are the -- what
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would otherwise be the economically efficient costs
on which you'd based your deaveraged loop rates.

Q. So your testimony is that you believe that
use of a wire center introduces distortion at the
exchange level, doesn't it?

A. No, just the opposite. It's exchange
level. When you go to the exchange level, you engage
in some averaging. And that averaging, because some
of the wire centers don't belong in the density zone
that the exchange is in, cause the rate to be
otherwise higher or lower.

Q. Let me ask you to look at your direct
testimony, Exhibit 251-T, at page five, lines six
through 11.

A. | see that.

Q. Would it be fair to say that what you're
saying there is that the choice of the model does not
appear to be crucial to the outcome of the
deaveraging process, and that one reason for that is
that the disaggregated costs are scaled to a
statewide average cost?

A. 1think when | made the statement early in
the case, in this process, | was somewhat naive about
the scope of the models that would be presented. And
I made the statement within the context of thinking
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that what the companies would use would be a BCPM
type estimate, and that really what we'd be talking
about is the difference about deaveraged costs based
on either a BCPM estimate or a Hatfield model
estimate. And so it was within that context that |
made the statement.

Q. Infact, in your responsive testimony,
which is Number 255-T, on page four, you, in fact,
included a discussion and an analysis that was
intended to demonstrate exactly that the choice of
the model matters; correct?

A. Can | have the page reference?

Q. Yes, sir, it's your response --

A. I'mthere, I'm there.

Q. Page four.

A. Yes, that's correct.

CHAIRWOMAN SHOWALTER: We're not there.
MR. EDWARDS: I'm sorry. lItis the

responsive testimony, 255-T, at page four. And [I'll
repeat the question.

Q. The question is that, there in your
testimony, Mr. Spinks, you in fact included a table,
an analysis to demonstrate that the choice of the
model does in fact matter, even when the
disaggregated costs are scaled to a statewide
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average; correct?

A. Yes.

Q. May | ask you to go back again to Exhibit
251-T, which is your direct testimony, page seven?

A. I'mthere.

Q. Have you ever worked for a telephone
company, Mr. Spinks?

A. No.

Q. Inlines 11 and 12, you're addressing your
proposal for distance-sensitive rates and indicate
there that more aggregated rate structures may be
appropriate if your proposal creates undue
administrative burdens and costs. Do you see that?

A. Yes, | do.

Q. Did you perform any analysis of the
administrative burdens and costs that your proposal
would incur prior to the time you filed Exhibit
251-T?

A. No, I'm unable to. | don't have that
information.

Q. And so your answer would be yes to the
question you haven't done any analysis since that
time, either?

A. 1think the answer is it's impossible for
Staff to do the analysis without the information. We
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don't have knowledge of companies' administrative
cost structures. The only thing we can do, in

putting this out here, was to draw a response from
the companies as to perhaps they could identify what
they are, if they were significant.

Q. On that same page, if you look down at line
20, you say databases exist which can locate a census
block for a given address. Do you see that?

A. Yes, | do.

Q. Did you have any specific databases in mind
when you made that statement?

A. 1 just know that there is a website that
you can go to to do that lookup.

Q. Do you know the accuracy of that lookup at
that website?

A. No.

Q. Have you attempted to do any lookups in the
state of Washington at that website?

A. | believe we've used it in a couple of

instances.

Q. Did you use it with respect to your
testimony here, though, sir?

A. No.

Q. Let me ask you to turn to your responsive
testimony, Exhibit 255-T, page three, line seven.
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1 A. Yes, I'm there.

2 Q. You state there that the Staff included

3 some high-cost smaller wire centers in with larger,

4 low-cost wire centers only -- but only because

5 they're part of the same exchange. Do you see that?
6 A. Yes, I do.

7 Q. Is that still your testimony?

8 A. Yes. | could probably clarify this a

9 little by referring to when | referred to high-cost

10 smaller wire center and low-cost larger, I'm

11 referring to wire centers that would be in different

12 density zones if they were by themselves.

13 Q. If the Commission should not adopt your

14 proposal and instead, for GTE, for example, would
15 adopt GTE's compromise proposal that | think you've
16 heard testimony about over the last couple of days at
17 the wire center level, do you think the Commission
18 should constrain that proposal to deaverage -- that
19 the Commission should constrain it to put wire

20 centers in the same exchange in the same zone?

21 MS. RENDAHL: Excuse me, the same zone as?
22 Q. Well, so that you would not end up with a

23 situation where you have wire centers in the same
24 exchange in different deaveraged zones, rate zones,
25 which | understand is what you've done here on your
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responsive testimony?

A. Right. | can't recommend that the
Commission adopt GTE's alternative proposal, whether
it be on a wire center basis or a exchange basis,
because of the mixing of the density, low density,
high-cost wire centers in with the high-cost low --
when they're not part of the same exchange. That is,
it's not the same comparison as the analysis -- or
the proposal Staff put together that's on an exchange
level.

JUDGE WALLIS: Can | interject with a
request that Counsel clarify what proposal it is that
we're talking about here.

MR. EDWARDS: It was the compromise
proposal that Mr. Dye testified to yesterday, where
you would take the AT&T alternative, Column Three on
page 16 of Mr. Denney's testimony, and collapse Zones
One and Two.

JUDGE WALLIS: Thank you.

CHAIRWOMAN SHOWALTER: And it's not
reflected in a separate exhibit anywhere?

MR. EDWARDS: No, the backup is in the
exhibits that the Chairwoman asked about, but yeah.

CHAIRWOMAN SHOWALTER: Okay.

Q. Let me get back on my train of thought
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here. Let me ask this way. In your responsive
testimony, 255-T, Staff has taken high-cost wire
centers and low-cost wire centers and grouped them
together so that wire centers within the same
exchange are within the same zone; correct?

A. Yes.

Q. And at least with respect to Staff's
proposal, Staff thinks that's the appropriate thing
to do?
10 A. Well, one of the -- as | said earlier,
11 there were two reasons why we thought the exchange
12 level would be the appropriate level.
13 Q. My question, though, is Staff believes that
14 it is acceptable to put high-cost and low-cost wire
15 centers together to serve the policy position that
16 the wire centers within the same exchange be within
17 the same zone?
18 A. Yes.
19 Q. Let me ask you to turn to what's labeled
20 TLS-7, attached to your responsive testimony, which
21 is Exhibit 259.
22 A. I'mthere.
23 Q. Am | correct that what's contained in
24 Exhibit 259 is an alternative three-zone proposal for
25 GTE not by distance band, but simply three zones, and

OCO~NOUITARWNE
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in it you've used the Hatfield 3.1 model?

A. Yes, that's correct.

Q. You also use the 5.0, but we'll focus
specifically on 3.1, all right, sir?

A. Sure.

Q. And as you have chosen to define your zones
here, you agree with me that the exchanges in Zone
One are the exact same exchanges that are in Zone One
in your five-zone proposal, which is attached to your
direct testimony; is that correct?

A. 1 believe so, yes.

Q. Now, look for me, if you would, at what's
been admitted this morning as 261-R.

A. | have that.

Q. Allright, sir. And in the lower left-hand
corner is, for GTE, a three-zone proposal using
Hatfield 3.1; correct?

A. Yes.

Q. And the zones you've chosen in Exhibit 261
are the exact same zones as in Exhibit 259; correct?

A. They should be.

Q. Right. Why, then, are the zone averages
different?

A. 1 would assume that the primary reason
would be -- well, the Exhibit 7, HAI 3.1 estimates,
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1 would still have the Hatfield 5.0 numbers in them,

2 would be one reason.

3 Q. Allright. And then your original filed

4 TLS-7 should, also; right? TLS-9, | mean.

5 A. The original.

6 Q. The original filed. All right. Let's look

7 at that for a minute, attached to your testimony.

8 A. Yes.

9 Q. This should be the exact same run as

10 appears in Exhibit 259, attached to your responsive
11 testimony; correct?

12 A. Well, obviously not. There must have been
13 some changes made between the two, and | suspect that
14 what they were was -- if my recollection serves me
15 right, in the original 261, | had made a change from
16 the earlier three-zone proposal to recognize that the
17 Stevens Pass data point, the $1,200 per month per
18 loop or whatever, $3,000 per month per loop, whatever
19 that estimate was, really should be taken out of

20 these estimates, that it was clearly a bad data

21 point, and it was at that point that | substituted in

22 the -- | believe it was a 300-some dollar estimate

23 that was used in the 5.1 -- or 5.0 model.

24 Q. Did you explain that change anywhere in

25 your testimony?



A. No, but I did file the work papers that
allows anyone to see it.

Q. Ifinfact, that's what you did, then the
Stevens Pass number that you used in Exhibit 259 in
your 3.1 run -- | guess I'm confused. Is that really
from 3.1 or is that from 5.0a?

A. Well, I would have to go back and check the
work papers, but, again, my recollection is this was
sort of an evolutionary process. Each time | would
go through and develop a new proposal, | would find a

little associated adjustments, or tweaks, if you
will, that I would do to -- with the idea of trying
to produce a more accurate estimate.

And my recollection is that, between these
two estimates, that what | had done was substitute
the Stevens Pass number, and | may have done some
other changes, but | don't recall. 1 would have to
go back and check the work papers. I've actually
relied heavily on Mr. Tucek's analysis to help me
find those errors. He's been --

Q. He's pretty good at that, isn't he?

A. He's darn good at it.

Q. May | ask you to look at your rebuttal
testimony, which is Number 260-T, page four? Here,

beginning at about line four, | believe your
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testimony is that actual loop distance is not
important for your distance-sensitive proposal; is
that correct?

A. Well, let me sort of try to restate that.

Q. Yes,sir.

A. What | would say is not important is that
the rate that's used in a distance-sensitive band
exactly reflects the physical distance of the loop
that produces the cost within that band. And what
that goes back to is the notion that you're smoothing
costs across the band, even though some loops are
longer and some loops are shorter. You're engaged in
a smoothing operation.

And the way companies have traditionally
rated many of their distance-based services is to
use, regardless of the route that the copper cable
takes, is you use the as-the-crow-flies distance.
And that -- | think that that's what I'm talking
about here, that it matters, of course, in terms of
the cost, and that would be important in the context
of these rates but for the fact we've already set the
statewide average rate that you have to reconcile
back to. So as long as you're reconciling back to
that rate, | don't see an issue with using a crow's
fly distance versus the actual -- whatever the actual
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length of the loop is within the band.

Q. You say there in line eight that as the
crow flies is forward-looking. Do you see that?

A. Yes.

Q. Can you tell me what definition of
forward-looking you're using there?

A. Well, sure. It's the difference between
embedded cost and forward-looking cost at the
physical level. At the physical level, you have
loops -- you could have a loop in a four to five
kilofoot distance band, but it actually traveled a
distance of eight kilofeet from the central office
till it got to its end position. Under the -- under
an embedded cost approach, you would look at the
entire cost of the loop if you wanted to know what
the cost was. On a forward-looking basis, you don't
pay attention to what was done historically. In
fact, if it went out eight kilofeet, if you build the
loop today and if the easiest way to do it is a loop
that's five and a half kilofeet long, that's the loop
that you build and charge for. And that's a
straighter -- that's a straight distance, as opposed
to the historic route that a loop may have taken.

Q. Would you agree with me, then, that a model
that does not model outside plant as the crow flies
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is not forward-looking?

A. No, that's not what that means at all.

Q. That's what I'm trying to explore. Is it
your testimony, then, that to be forward-looking, it
has to be as the crow flies or sometimes as the crow
flies?

A. What this testimony is about is
distance-sensitive rate structure, not -- I'm not
talking about forward-looking in terms of the cost
estimation process. And | can see where you're
coming from with that, but what I'm talking about is
the rate structure being a forward-looking rate
structure, not to be confused with or intertwined
with the process that we use to develop
forward-looking cost.

Q. I'mtrying to test the consistency of your
proposal.

A. Sure.

Q. Does the Hatfield Model 3.1 model outside
plant, quote, as the crow flies?

A. Well, not precisely. It can't do that. No
model can. It models plant in the most efficient,
geographically efficient way, given whatever
geographic constraints that there are.

Q. And would you agree with me that
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1 forward-looking may mean least cost, it may mean most
2 efficient, but it also means reasonably available?

3 A. I'm alittle confused. Reasonably

4 available what?

Q. For implementation?

A. The cost?

Q. No, the outside plant, sir.

A. I'msorry, I'm --

Q. You're measuring -- what does loop cost
10 measure, cost of a loop?

11 A. That's correct.

12 Q. Allright. Now, what I'm trying to get at

13 is would you agree with me that in determining

14 least-cost, most efficient reasonable alternative for
15 outside plant placement, as the crow flies may not
16 meet that definition?

17 A. That's correct. | said given whatever

18 geographic constraints the model has, yes.

19 Q. Then, if you look on page four, line 11,

20 you say there that the Staff's already provided

21 parties with information on how locations can be
22 readily identified with relative ease and at low

23 cost. Does this refer to the database testimony in
24 your direct testimony, 251-T, that | just asked you
25 about?

O oo~ Ul
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1 A. | was referring there to the census block

2 lookup as -- yes, one way that locations, albeit

3 larger locations than an individual's dwelling, but

4 it's one way locations can be cheaply and easily

5 identified, yes.

6 Q. That's the website you just testified to?

7 A. Yes.

8 Q. That you hadn't looked at?

9 A. Yes, and then, since that, there's been

10 other methods identified, which are actually probably
11 better methods.

12 Q. Let's look at your rebuttal again, page

13 five, line 17.

14 A. Yes.

15 Q. Would you agree with me that the size of
16 the wire center measured by number of lines is a cost
17 driver with respect to loop cost, average loop cost?
18 A. [thinkitis, but I think it's a weak

19 measure.

20 Q. How about average loop length? Do you
21 agree with me that that's a cost driver?

22 A. Yes.

23 Q. Infact, you state in your testimony that

24 loop density, which | understand to be number of
25 lines by whatever the area you're in?
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A. Per square mile.

Q. Persquare mile. Loop density and average
loop length, in fact, can determine over 90 percent
of loop costs?

A. It does inthe US West, about 75 percent in
GTE.

Q. And the analysis that you did was with
respect to US West, and then you applied it to GTE;
correct?

10 A. The initial one, yes. And again, since

11 you're reconciling back to the statewide average, |

12 -- so long as GTE has its reasonable opportunity to
13 earn the 23.94, doesn't seem to me to be critical

14 that the distance-sensitive rates be developed with
15 GTE data.

16 Q. And in fact, you say that on page six;

17 correct?

18 A. | said it somewhere, | think.

19 Q. Well, look back for me, if you would, at

20 your responsive testimony, Exhibit 255-T, back at the
21 table on page four.

22 A. Yes.

23 Q. And you'd agree with me that you tied the

24 disaggregated loop cost in that table back to the

25 statewide average for both US West and GTE; correct?

OCO~NOUITARWNE
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1 A. Yes, they should be.
2 Q. And it still made a significant difference
3 with respect to the disaggregated or deaveraged loop
4 rates; correct?
A. What still made a significant --

Q. There's still a significant difference

between the zones in the deaveraged rates there, even
though you tied back to a statewide average rate?
A. Oh, yes, yes.

Q. Look for me, if you would, at page 10 of
your rebuttal testimony, 260-T, footnote four.

A. Yes, | have that.

Q. Would you agree with me that even if there
is a high correlation between two sets of data, that
does not mean that the data are substitutes for each
other?

A. Absolutely.

Q. Would you agree with me that in footnote
four, your correlation there is not particularly
high?

A. No, I think that's a pretty -- let me
explain it this way. There's a pretty -- there was a
researcher who showed that there was a strong
relationship between sunspot activity and stock

25 market highs and lows. Obviously, the two variables

NRONNNRRRRRRR R R
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aren't related to each other, despite the fact that
there's a high correlation.
In this case, the two variables, average

loop length and the proportion of loops over 12
kilofeet, it seems to me, are both distance-related
measures, and the 68 percent R-squared, you know, |
think is quite suggestive that there is a
relationship between the two.

Q. Allright. Do you have what's been marked
10 as Exhibit 273, which was the one cross-examination
11 exhibit I had submitted?
12 A. Yes.
13 Q. Do you have that in front of you?
14 A. Yes, |l do.
15 Q. Have you had an opportunity to look at that
16 before this morning?
17 A. Yes.
18 Q. Let me attempt to explain what | think we
19 did there, and see if you can agree with that, that
20 we took the coefficients from your equation from your
21 rebuttal work papers, used the same value for density
22 in each of the three zones, and computed the cost
23 line -- the cost per line by loop length and plotted
24 the values for the three density zones. Do you see
25 that?

OCO~NOUITARWNE
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1 A. ldo. Let me clarify something. Did you

2 say that you used the same density value in each of
3 the three exhibits? It looks to me like you used the
4 different density value in --

5 Q. Appropriate for that density?

6 A. -- appropriate for each zone.

7 Q. That's correct.

8 A. Okay.

9 Q. And with my tortured explanation of it,

10 have you had a chance to try to replicate what has
11 been done here?

12 A. No.

13 Q. Would you agree with me that, if in fact

14 what's been done here has been done correctly, the
15 shape of the curve was continuous for each of the
16 density zones, with no point discontinuity?

17 A. Yes.

18 MR. EDWARDS: Your Honor, | move for the
19 admission of Exhibit 273.
20 MS. RENDAHL: Your Honor, | guess I'd need

21 to clarify this exhibit, in that it doesn't seem to

22 show the appropriate -- | mean, it's got the same
23 loop lengths under, you know, starting at 500 -- it's
24 just not sufficient to show what they're trying to

25 show here. Granted, I'm not a statistician, so I'm
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having a little difficulty here, but | guess it's not
clear from this exhibit what GTE is trying to show,
and | think they need to demonstrate a bit more
before placing it into the record.

MR. EDWARDS: | disagree, but let me ask a
couple other questions.

Q. Would you agree with me that there is at
least a reasonable debate among people that the cost
per line should increase at some point as loop length
10 increases?

11 A. Yes. Yes, | do.

12 Q. Would you agree with me, | mean, in your
13 own opinion, that at some point in the loop length
14 you would expect the cost per line to increase not in
15 a continuous manner, but with some mark of

16 discontinuity?

17 A. Well, | think if you used, like, an

18 engineering approach to the cost estimation, cost
19 estimates over distance, that's in fact probably what
20 you would see, like a 12-kilofoot rate point, you

21 might be able to jog up. In economic analysis,

22 though, where you -- which aren't engineering-type
23 approaches, that's right. The equations are smooth
24 and they average those, smooth those out; that's
25 right.

OCO~NOUITARWNE
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Q. You don't disagree with me that what's been
plotted here is the way the Hatfield Model 3.1 would
plot those values?

A. Well, I would disagree. It's the way my
equation --

Q. That's a better way to say it.

A. --would plot them. In other words, the
coefficient for the distance doesn't change as the
distance change; that stays constant. What changes
is the density variable as you go through each
density zone.

Q. Allright.

A. And so you'd expect to see the same curve
in all three; just in each density zone it's, as the
density zone gets lower, the curve is higher up on
the scale. So if you look at the Y axis, it starts
out at 6 to $8 range in the most-dense zone and it's
up in the $30 range at the same distance in the
least-dense zone.

Q. And if you were to plot engineering costs,
as opposed to economic cost, | guess, then you would,
| believe you testified, expect to see some mark of
discontinuity at perhaps the 12,000-foot length?

A. Yeah, I'm not sure what they would look
like if you could even -- if it would make sense to
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put them on this kind of a basis in engineering. But
I understand the point, that there are two different
approaches and they would result in different kinds
of cost curves.

JUDGE WALLIS: I think the objection goes
more to the weight than admissibility. The exhibit
illustrates the discussions, and | think it's
admissible, so we will receive it.

MR. EDWARDS: That's all | have, Your
Honor. Thank you. Thank you, Mr. Spinks.

THE WITNESS: Thank you.

JUDGE WALLIS: Ms. Anderl.

MS. ANDERL: Thank you, Your Honor.
CROSS-EXAMINATION
BY MS. ANDERL:

Q. Good morning, Mr. Spinks.

A. Good morning.

Q. Mr. Edwards asked you some questions that |
would like to also talk to you about. On page four
of your Exhibit 260-T, your rebuttal testimony, you
have the discussion about the as-the-crow-flies --

A. Yes.

Q. --distance measurement. And | apologize
if you answered this question with Mr. Edwards. |
didn't hear you answer it specifically, though. Do
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you consider Hatfield to be -- or, yes, Hatfield, as
used in this docket, Version 3.1, a forward-looking
model?

A. Yes.

Q. What about RLCAP?

A. I'm not familiar enough with it to speak
from personal knowledge, but it's my understanding
that it is.

Q. What about BCPM?

A. Likewise.

Q. Do you know whether any of those three
models deploy facilities in their cost modeling on an
as-the-crow-flies basis?

A. No, I don't think they do. And | thought |
tried to clarify that in my discussion with Mr.
Edwards. I'm talking about a concept using the term
as crows flies with respect to a rate structure, not
the cost estimation process. Although
forward-looking models do build plant in perhaps a
more efficient way than plant was historically built,
subject to geographic constraints.

Q. I'm sure | had more questions than that.
Sorry.

A. Darn.

Q. You're not going to get off that lightly.
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| apologize. My pagination here got a little bit
confused, plus I'm trying to eliminate some topics
that Mr. Edwards touched on. | want to make sure |
covered them, but not in a duplicative way.

In your direct testimony, which is 251-T,
page two, line nine, you state that the deaveraging
proposals should not confer an unfair competitive
advantage or harm upon any carrier. When you
reference any carrier there, do you mean the ILECs,
as well as the CLECs?

A. Yes.

Q. Is it correct, Mr. Spinks, that your final
proposal to the Commission is 12 rates for US West?

A. Yes.

Q. And your final proposal for GTE is nine
rates; is that right?

A. That's correct.

Q. Why did you choose 12 for US West, as
compared with nine for GTE?

A. Because US West has exchanges or wire
centers in a higher density range than GTE has. And
so I'm recognizing that range that is between 2,500
and 5,000 lines per square mile that exists in the
Bellevue, Seattle, Mercer Island area as a separate
-- I'm proposing that as a separate zone.
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Q. Now, is the Hatfield zone above 2,500 lines
per square mile or above 2,5507?

A. It might be 2,550. If you use the -- if
you use the values that were directly in the model.

Q. Okay. Because, Mr. Spinks, let me direct
your attention to your 261-R. And you characterize
there or present there a density zone of greater than
2,500; is that right?

A. Yes.

Q. And yet, in some of your earlier exhibits,
specifically Exhibit 257 -- I'm sorry, 256, you set
forth a zone of 2,550 to 5,000. Is it greater than
2,500 or greater than 2,5507?

A. Well, let me say first I'm pretty sure it's
a distinction without a difference, and can be either
one. | think the 2,500 is where -- is fine.

Q. But | mean, which is the density zone that
Hatfield uses?

A. ldon'trecall. It could be the 2,550.

That rings a bell, but, again, I'm pretty sure it's a
distinction without a difference.

Q. Are you looking at Exhibit 256 right now?

A. No.

Q. Could you turn to that?

A. Sure. Okay, I've got that.
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Q. And 257, as well. Is it correct that the
difference between these two exhibits is the
difference between a four-zone proposal and a
three-zone proposal for US West?

A. Yes.

Q. Inorder to produce these deaveraged cost
proposals in this and any of your other exhibits in
which you produced a deaveraged cost proposal, did
you have to have or use line counts for US West?

A. Yes.

Q. Okay. And what line counts did you use?
Did you use US West-specific line counts that had
been provided previously in this docket or did you
use the Hatfield national?

A. 1 used the line counts which were provided
to me by US West.

Q. Okay.

A. What I call current line counts.

Q. Is it correct, Mr. Spinks, that to produce
the $14.20 zone price for Zone One on your three-zone
option, you just took an averaged Zone One and Two in
the four-zone proposal, the $12.53 and the 15.877?

A. ldon'tthink | simply averaged them; |
just put all of the wire centers that were in both of
those into one and recalculated the cost.
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1 Q. Let me ask you this. Is it mathematically

2 correct that the average, mathematical average of

3 12.53 and 15.87 is $14.20, or would you accept that,
4 subject to your check?

5 A. Yes, it appears to be. When you say

6 three-zone proposal -- oh, for US West, okay.

7 Q. Right.
8 A. Yes.
9 Q. Exhibits 256 and 2577?
10 A. Yes.

11 Q. So that number is a straight average; is

12 that right?

13 A. Yes. Well, I don't know.

14 Q. Well --

15 A. Either the same amount -- either | made an
16 error and averaged it, although that's not my

17 recollection, it would have to be that the number of
18 lines in the Bellevue-Seattle are approximately the
19 same number of lines that are in the other groups,
20 and that's probably why.

21 Q. That's where we're going.

22 A. Yeah.

23 Q. Okay. That's good, then. Soitis a

24 mathematical average -- the result there is a

25 mathematical average, but whether you did it that way
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or not, you don't know; is that right?

A. Well, my recollection is is when |
recalculated -- when | did the three-zone proposal, |
had all the wire centers in the same column, so I'm
pretty sure that what you're saying is you had an
almost identical number of lines in the two zones.

Q. Well, wouldn't they have had to have been
exactly identical?

A. No.

10 Q. How --

11 A. No, they can be roughly identical because
12 of the rounding, and you still come out at 14.20.

13 But it's not my recollection that | straight averaged
14 these. That wouldn't be the right way to calculate
15 it. | can'timagine that | did it that way.

16 Q. Okay. Well, let's --

17 A. And the work papers were made available. |
18 mean --

19 Q. Well, let me ask you, in the Bellevue

20 exchange, which is, | think, a relatively small

21 exchange in terms of number of wire centers included
22 in it -- I'm not saying geographically or number of
23 lines, but just in terms of the subset of wire

24 centers that is included in the Bellevue exchange.
25 Do you recall what wire centers you included in the
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Bellevue exchange?

A. Well, | think it depends on whether Mercer
Island belongs in Seattle or Bellevue. The two --
there are two Bellevue wire centers, Glendale and
Sherwood, and then there's the Mercer Island office.
| don't recall whether 1, in the work papers,
calculated an exchange value and then used that. My
recollection is | simply grouped all of the wire
centers, regardless of whether Mercer Island went
into Bellevue or into Seattle, into the same grouping
that | used to calculate the cost, the average cost
with. So it didn't matter, in other words.

Mr. Tucek had raised an issue that | had
included Juanita incorrectly in the Everett wire
center instead of the -- or in the Everett exchange
instead of the exchange it went to, and it's true
that | did that. But it's also true it made
absolutely no difference to the bottom line, so --

Q. And let me assure you that that is not
where I'm going with this.

A. Okay.

| don't really care whether Mercer Island's
included with Bellevue or Seattle.

A. Go ahead.

Q. Ifitis your testimony that it was
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1 included in one or the other.

2
3

A. Yes.
Q. And do you know what wire centers you

4 included in the Seattle exchange?

5

A. All of those with the CLLI code that was

6 Seattle's.

7

Q. And no others, unless the Mercer Island

8 thing fell in there?

9

A. That's my recollection, yes.

Q. Soifthe CLLI code started STTL, you
included it?

A. Yes.

Q. Do you recall whether you included any
others, leaving aside Mercer Island, in the Seattle
exchange?

A. No, my recollection is is that | used the
density of the wire centers to do the selection, and
if you look at the density, | believe that all of the
-- there are no other wire centers, except the
Seattle wire centers and the Bellevue and Mercer
Island, that are in this very high-density range. In
other words, Auburn, Des Moines, those are all in a
lower range. And so it would have been drawing a
line at the density zone that determined what wire
centers went into and obviously exchanges went into
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one zone versus the other. | don't recall that | had

to pick any of the Seattle wire centers out of the
lower density zone and bring them up, because | was
using the exchange basis, although that could have
been the case.

Q. Well --

A. That's not my recollection.

Q. You're doing a good job of anticipating my
next questions, Mr. Spinks, because | was going to
ask you whether or not each and every single one of
the wire centers you included in Zone One, Bellevue
Glencourt, Bellevue Sherwood, Mercer Island, and all
the STTL CLLI code wire centers are individually at a
density greater than 2,550 lines per square mile?

A. And | don't recall.

JUDGE WALLIS: Ms. Anderl, is this a good
breaking point, or are you nearly through?

MS. ANDERL: The former.

JUDGE WALLIS: Why don't we take our
morning recess now and reconvene in about 15 minutes.

(Recess taken.)

JUDGE WALLIS: Let's please be back on the
record, following a morning recess.

MS. ANDERL: Thank you.

JUDGE WALLIS: Ms. Anderl.
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Q. Mr. Spinks, during the break, were you able
to gather some additional information with regard to
some of the questions that | had asked you right
before the break?

A. Yes, | did.

Q. And are you now able to tell me whether or
not all of the wire centers that are included in the
Seattle and Bellevue exchanges have a density of more
than 2,550 lines per square mile?

10 A. 1can tell you the -- in Seattle, there are

11 12 wire centers. Seven of them have a density

12 greater than 2,500 lines per square mile and five

13 have a density of less, between 2000 and 2,500 lines
14 per square mile.

15 Q. Then you were not able to ascertain whether
16 the $14.20 in the three-zone proposal was the result
17 of a simple average of the Zones One and Two in the
18 four-zone proposal or an independent calculation; is
19 that right?

20 A. What | was able to confirm was that there

21 are roughly 750,000 lines in the two zones. So

22 they're rough equal lines.

23 Q. Isn'tit true that the mathematical result

24 would be something other than the $14.20, unless the
25 lines in the two zones were exactly equal?

OCO~NOUITARWNE
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A. No, when you have that many lines, 150,000,
one can be -- one of the values can be 7.49 and the
other can be 7.55 or something like that. There's
some distance that they can be different from one
another and they still both round to 14.20.

Q. Let me understand how you reached the
14.20, then, for Zone One in the three-zone proposal.

A. Well, | wasn't able to check all my work
papers. | was able to check on those two things.
This would have been calculated by using all of the
appropriate wire centers with greater than 650 lines
per square mile in the calculations. That's the way
it should -- that's what | should find if | can go
back and find the work paper.

Q. It's correct, isn't it, Mr. Spinks, that an
exchange, as they're described here in your proposal,
Bellevue and Seattle, that the exchanges are smaller
than the local calling areas for those exchanges?

A. Yes.

Q. Infact, isn'tit correct that from
Seattle, it's a local call to Bellingham, or I'm
sorry, for Bainbridge Island?

A. ldon't know that for sure, but | would
assume itis. | know there's quite a large local
calling area.
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Q. And in your four-zone proposal, Seattle is
in Zone One and Bainbridge Island is in Zone Three;
isn't that right?

A. Yes.

Q. In connection with the other zones that
you've identified in the four-zone proposal, say 650
to 2,550 lines per square mile is Zone Two, 100 to
650 -- is that 650 or 8507

A. Well, it can be either, because there are

no wire centers between the two, and | think | used
-- | might have used 850 in an earlier exhibit and
650 in this one. But, again, it's another one of
those differences without a distinction.

Q. And then, so that's Zone Three. And then
Zone Four is five lines to 100 lines per square mile?

A. Yes, and again, it could be zero to 100.
There are no wire centers between zero and five, and

| was looking at the traditional way they had set up
the zone breaks, zero to five, five to 100, so --

Q. That's fine. And within each of the
exchanges identified in each of those zones, there is
one or more wire centers; is that right?

A. Yes. Mainly one, especially in the smaller
zones. There's only one or two wire centers, |
think. My recollection is that if we had to do an
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aggregation at all, they're almost all individual --

the wire center is the exchange. It's only until you
get into your Bellevue, Seattle, | think, that you
really start -- where you have a large number of wire
centers.

Q. Well, actually, Zone Two consists of a
number of exchanges that have multiple wire centers;
isn't that right?

A. Tacoma certainly does. Vancouver has
three. Tacoma and Seattle are the two, and Spokane
both have anywhere from eight to 12 wire centers.

Q. And what is true in the Seattle exchange,
which is that there are some wire centers that have a
density which is less than the density of the zone
that they're in?

A. That's correct.

Q. Could that also be true in the wire centers
in the exchanges in Zones Two and Three?

A. Yes, yes.

Q. Mr. Spinks, are you on Exhibit 256 or 2577

A. Two-fifty-six.

Q. Two-fifty-six, okay, good. Now, your
proposal there for US West loop cost for HAI 3.1 is
exactly the same as what your final proposal is,
isn't that right, that it didn't change?



Yes.

For the zones?

Yes.

Okay. Not for the loop length?

| understood that, yes.

And you've got a footnote there that says
you ought to add 57 cents to each of the above rates
for the groomed loop. Do you see that?

A. Yes, | do.

Q. You did not include that footnote in your
final exhibit, Exhibit 261-R. Is that intentional or
was that an inadvertent omission?

A. I'm pretty sure it was an inadvertent
omission.

Q. Sois it correct that, for a groomed loop
on your final proposal, one ought to add 57 cents to
each of the proposed rates either for the zone
average or for the distance band pricing?

A. Yes.

Q. Turn to your rebuttal testimony, please,

Mr. Spinks, Exhibit 260-T, on page five.

A. I'mthere.

Q. Do you see the statement that starts on
line 19 in the middle of the sentence, the fact
remains that over 90 percent of the variation in cost

orO>OPr
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between wire centers?

A. Yes, ldo.

Q. Okay. Is it more correct to say that over
90 percent of the variation in average cost between
wire centers is explained by the two factors that you
list?

A. Yes. And it might even be even more
correct to say about 75 percent of the variance is
explained by the final regression using the HM 3.1
data that was in -- provided in 261 Revised, the
final proposals. The regression analysis was redone
from the -- that was the 5.0 data that produced the
90 percent, but Staff's recommendation is to use the
3.1 data and that R-Square was lower than the
regression using the 5.0.

Q. So you would be willing to say that you
could correctly amend this testimony to read 75
percent, instead of 90 percent, and insert the word
"average" in front of the word "cost" on line 20?

A. Well, at the time | wrote this, this was
correct.

Q. I'm not suggesting that --

A. 1wouldn't be willing to amend the
testimony for that, simply because this was accurate
at the time. I'm certainly willing to acknowledge,
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in fact, volunteered that the new equation does have
a different correlation coefficient.

Q. Yeah, I'm not suggesting that you gave

incorrect testimony at the time, Mr. Spinks. I'm

just asking you, if | were to ask you this question
today, could you agree that the answer could be
correctly stated that 75 percent of the variation in
average cost between wire centers is explained by the
two factors that you list?

A. [ think so.

Q. And on your rebuttal testimony, this same
testimony at page 15, line 18, you say, Between which
costs are significantly different?

A. Yes.

Q. Do you mean average costs there, as well?

A. Well, | mean wire center loop costs. And
the wire center loop costs are average costs for the
wire centers.

Q. Thank you. Mr. Spinks, were you in the
room when Mr. Denney testified?

A. | believe so.

Q. Do you recall when he showed his diagram,
which ended up being admitted as Exhibit 8, which was
a description of the two wire centers with different
customer locations?
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A. Yes, ldo.

Q. Okay. Thinking with that exhibit in mind,
would you agree that two wire centers can have the
same average loop costs, but significantly different
individual loop costs?

A. Could you repeat that?

Q. With Mr. Denney's Exhibit Number 8 in mind,
is it true that two wire centers can have the same
average loop costs, but significantly different
individual loop costs?

A. When you say significantly different
individual loop costs, are you referring to -- are
individual loops within a wire center different than
the average, yes.

Q. Well, but can individual loop costs between
Wire Center A and Wire Center B differ from one
another significantly and yet produce the same
average number?

A. Well, certainly in each wire center you
have a different dispersion of loops which drive loop
cost, and it is possible for two wire centers to have
the same loop cost, but those costs are developed in
different -- due to different kinds of dispersion
patterns.

Q. So just to clarify, you could have a wire
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center -- two wire centers, each of which contain, on
a very simplified model, 20 loops. Ten of them cost
$10 in one wire center and 10 of them cost $20 in
Wire Center A. You have an average of $15; right?
That's just Wire Center A.

A. Okay.

Q. And then, in Wire Center B, you could have
20 loops and all of them could cost $15, and that
would be an average of $15; is that right?

A. Yes.

Q. And in those two wire centers, they would

have the same average loop cost; is that right?

A. Yes.

Q. And yet the $10 loops and the $20 loops in
Wire Center A would be different from the $15 loops,

the population of $15 loops in Wire Center B; is that
right?

A. Yes.

Q. Okay. That's all I was trying to ask.

A. Okay.

Q. I suppose we can save for later the
discussion of whether those are significantly

different or not. Would you characterize the
differences that | gave you in the hypothetical just
now as significantly different individual loop costs
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1

between Wire Center A and Wire Center B?
A. Well, I'd say that they weren't relevant to
establishing deaveraged rates.
That's not what | asked, Mr. Spinks.
No.
They're not significantly different?
That's my answer, yes.
. What would be significantly different?
A. ldon't know. |don't think that's
relevant.
Q. Well, you use the term significantly
different on line 18 of the testimony, at page 15
that we were just talking about, so what do you mean
when you say there significantly different?
A. Well, like | explained at the beginning of
this, that when | say that, I'm talking about average
loop costs between wire centers. That's the level to
which the cost models have aggregated costs, is the
wire center level. And if you're asking me is there
averaging going on in that process, the answer's yes.
Q. What I'm asking you now is how much of a
cost difference is a significant difference?
A. ldon't know. Within a wire center, the
way I've designed the rates for it, the regression
analysis captures the relationship between density,

O >0 >0
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distance and cost as it's averaged at the wire center
level and uses that to develop the distance-sensitive
rates. Are you asking me are there significant
differences between the distance-sensitive costs
within the zones?

Q. I'm asking you what you mean when you
characterize costs as significantly different, and --

A. Okay.

Q. You disagreed earlier that loop costs of
$15 are significantly different from loop costs of
either $10 or $20, and so I'm trying to further
explore that answer. If that's not significant, what
is?

A. Okay. The reason | answered no -- it
probably would have been a more correct answer "I
don't know." In order for statistical significance
to be determined, you have to have a number of
observations to begin with, 10, 20, 30 observations,
which you can subject to a test to see whether there
are significant differences between however you want
to divide them up. And in your hypothetical, you
don't have any of that. You just have this five and
this 10, and | really can't say that -- there's no
basis on which to say they're significant.

Q. And so that is using the term significant
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1 in its statistical sense?

2 A. Yes.

3 Q. Okay. On page four of this same testimony,

4 Mr. Spinks, you recommend a Commission workshop to
5 resolve customer identification issues. Do you

6 recall that?

7 A. No.

8 Q. Line --

9 A. Do you have the line?

10 Q. Thirteen and 14.

11 A. Okay, yes.

12 Q. And I don't know if it's fair to

13 characterize it as a Commission workshop. | don't

14 know what you had in mind there. Why don't you tell
15 me?

16 A. Allright. | think | was keying off of Mr.

17 Montgomery's testimony at this point, where he had

18 suggested that if there -- to the extent that there

19 are issues with customer identification, distances,

20 how this process would actually be implemented and
21 work, and we've had examples like pole attachment

22 agreements, where the industry agrees how it's going
23 to work together to accomplish something, | sort of

24 thought that that was maybe what needed to be done to
25 bring the industry together to some common ground as
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to how the distance-sensitive identification and the
like would take place.

Q. Mr. Spinks, at the conclusion of that same
piece of testimony on page 16, you recommend that the
Commission adopt your proposal because the 12-zone
proposal for US West strikes a fair balance between
administrative ease, customer identification issues,
and implementation costs. Is that your testimony?

A. Yes.

Q. Does that recommendation assume that
customer identification issues have been resolved?

A. 1think it assumes that they're resolvable,
that I've not seen, through the company's testimony,
evidence that the issue of how far a customer is from
a wire center poses some problem that makes the
proposal impractical or unachievable. | didn't see
that. And so to the extent -- although | do accept
that this is something new that's not been done in
the context of unbundled loops before and that there
are going to be some issues, perhaps, that will need
to be addressed.

Q. Mr. Spinks, in response to a data request
by US West, you stated that you believe the cost of
mapping census blocks to exchanges is minimal,
approximately $50,000. Do you remember giving that
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response?

A. Yes, | do.

Q. What does one get for $50,0007?

A. Well, what | had in mind was a database
which, for each US West wire center, identified
within the wire center boundaries what the census
blocks were, what census blocks were contained within
what places within each wire center, and that that
database could then be used to essentially do the
10 lookup.

11 Q. And your testimony is that that database is
12 available for US West for the entire state of

13 Washington for $50,0007?

14 A. No, I don't think that was my testimony.

15 Q. Butis that your testimony, if | were to

16 ask you that question today?

17 A. No. My testimony today would be there's
18 even better ways that are cheaper, and that is

19 through the MapQuest type of an approach. And I
20 think that's probably a better approach than the
21 census block, although | think that they're both

22 valid approaches.

23 Q. MapQuest does not identify census blocks,
24 does it?

25 A. No, it's a different way of identifying

OCO~NOUITARWNE
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1 customer locations or distances.

2 Q. And MapQuest does not have a data resident
3 within it that identifies US West's wire center

4 boundaries, does it?

5 A. No, you shouldn't need them. Well, no, |

6 don't think you would need them with that approach.
7 You just put in the address of the wire center and

8 the address of a customer.

9 Q. Did you undertake any formal study to

10 analyze or determine the cost to US West to implement
11 your proposal?

12 A. Well, | read very carefully what the

13 company had to say about its implementation costs, |
14 asked, through a number of data requests, different
15 questions about that cost, and reported that in my

16 rebuttal testimony.

17 Q. Did you do anything else, independent of

18 asking the company?

19 A. Well, not so much analysis as understanding
20 of what information is out there today that's already
21 available versus what the company said it would have
22 to create, but which already exists.

23 Q. Mr. Spinks, do you agree that there are

24 five functions that US West is required to provide

25 for CLECs through its OSS, including pre-ordering,
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1 ordering, provisioning, repair and maintenance, which
2 is a single function, and billing?

3 A. Yes.

4 Q. Do you know what modifications US West

5 would have to make to its systems to incorporate loop
6 distance information into its pre-order

7 functionality?

8 A. None.

9 Q. Do you know that?

10 A. Well -- I'm sorry.

11 Q. Do you want me to repeat the questions?
12 A. No. If US West wants to undertake

13 incorporating loop distance information into its

14 pre-order system, I'm sure that it has some cost. My
15 issue and concern is with the necessity for doing it,

16 and | simply did not see anything in the company's

17 testimony or data request responses that convinced me
18 that the company needs to incorporate each

19 customer's, two and a half million loops data, into

20 the CLEC's OSS database prior to implementing

21 distance-sensitive rate proposals, or at any time. |

22 mean, you know, if the data is available from another
23 source, | just don't understand the rationale that is

24 necessary to modify those pre-ordering systems.

25 The only thing that | could see, and |
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agree that the billing system obviously has to be
able to bill. And so if you said what the billing
system -- does the billing system need to be able to
reflect the 12 different rates that would exist under
the proposal, | would say yes, you do.

Q. Again, you're anticipating my questions, so
let me just kind of get there quickly. Do you know
what modifications US West would have to make to its
billing system to incorporate loop distance
information into the billing functionality?

A. Well, | think that your witness yesterday
explained that they would use a USOC. So | guess
you'd create 12 USOCs, which would populate for each
customer who is a CLEC customer on a
distance-sensitive rate schedule, that one of those
12 USOCs would be attached to that customer's billing
record.

Q. And in order for that to happen, isn't it
correct that US West would have to have loop length
information for the particular loop in order to
associate the correct USOC with it?

A. No.

Q. Why not?

A. What's the matter with using MapQuest data?

Q. Is MapQuest -- | think | already asked you



02682

OCO~NOUITARWNE

this. Is MapQuest -- maybe | didn't. Let me just
ask now. Is MapQuest data incorporated into US
West's ordering or billing systems?

A. No.

Q. Do you know whether or not there are any
databases that contain loop length information that
are linked with or integrated with US West's billing
systems?

A. Would you repeat that question, please?

Q. Do you know whether or not there are any
databases that contain loop length information that
are linked with or integrated with US West's billing
system?

A. No.

MS. ANDERL: Your Honor, if I might just
have a moment to check my notes, | think that
concludes my cross, but | want to get through all my
papers.

JUDGE WALLIS: Yes.

Q. Mr. Spinks, could you take a look at the
Exhibit 261-R, which is your final recommendation,
and compare that once again with Exhibit 256? Do you
see that?

A. Not yet.

Q. Those two documents? Not yet. Sorry.
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A. Okay.

Q. Look at the proposal for the 100 to
650-line density band. And I think you'll see, on
Exhibit 256, it's $18.95, and on Exhibit 261-R, it's
$24.72, although the other numbers match up quite
perfectly. Can you tell me what accounts for that
difference and which number is correct?

A. | can't without referring to my work
papers. Perhaps I could check those over lunch or
10 something.
11 MS. ANDERL: If | can follow up with
12 additional questions, Your Honor, after Mr. Spinks
13 answers that question, | believe that that does, in
14 fact, conclude my cross.

OCO~NOUITARWNE

15 JUDGE WALLIS: Very well. Mr. Kennedy.
16 MR. KENNEDY: | have no questions.

17 JUDGE WALLIS: Ms. Hopfenbeck.

18 MS. HOPFENBECK: | have no questions.
19 JUDGE WALLIS: Ms. Proctor. Mr. Kopta.
20 MR. KOPTA: I'm tempted to ask some

21 questions about how crows fly and whether their eggs

22 make good omelets, but | think I'll reserve that.

23 MR. KENNEDY: But they're always

24 forward-looking.

25 CHAIRWOMAN SHOWALTER: | thought you were



02684

OCO~NOUITARWNE

looking forward to lunch.
EXAMINATION
BY DR. GABEL:
Q. Good morning, Mr. Spinks. I'd like to
begin by asking you a question about Staff's response
to Bench Request Number Three.

MS. ANDERL: Your Honor, were those just
responses distributed to the parties? Because, in
fact, I've not been in my office and not received a
copy of that response.

MS. RENDAHL: | haven't been in my office,
either, and they were distributed in my absence. |
had requested that they be distributed to all
parties. Now, whether that was done or not, | don't
know. | can make sure that we get copies today, but
I'm not sure if that will --

JUDGE WALLIS: Let's be off the record for
just a moment.

(Discussion off the record.)

JUDGE WALLIS: Let's be back on the record,
please. It appears that the responses to bench
requests from Staff were not distributed to parties
in a way to reach them prior to the start of the
hearing, were not distributed at the start, so we are
securing additional copies and we'll move on to
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another topic before taking up issues relating to
those responses. Dr. Gabel.

Q. Mr. Spinks, do | recall correctly that you
participated in the USF proceeding before the
Commission Docket 9803117

A. Yes.

. And you're familiar with the Commission's
order in the adjudicatory part of that proceeding?

A. Yes, |am.

Q. In preparation of your rate proposal, did
you review the Commission's finding on the topic of
the geographic level of granularity, how the size of
the fund should be measured by looking at wire center
cost or exchange cost or some other measure of
granularity?

A. 1think I recall that they had agreed with
the Staff recommendation to use the exchange level.

Q. I'm going to hand you, Mr. Spinks, a copy
of one or two pages from the 10th Supplemental Order,
and in case your attorney would like to see a copy,
I'd like you to take a look at paragraph 71 of that
order. Mr. Spinks, could you read into the record
the Commission's statement at paragraph 71?

A. Certainly. It says that the Commission has
estimated cost of service for each wire center. At
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this point in time, verifiable data, such as line
counts and loop lengths, are unavailable at a finer
level of granularity.

Q. Okay. Now, your proposal is to provide
unbundled loops at a rate that's at a finer level of
granularity than the wire center; is that correct?

A. Yes.

Q. Allright. Would you just address the
concern that | believe the Commission raised at this

paragraph about the quality of the data that's
available below the wire center level, why that --

well, just -- I don't know how to precisely phrase

the question, other than saying that this is an issue
that was of concern to the Commission in the USF
docket, and what would you say regarding that similar
issue today in this proceeding?

A. Sure. What Staff has done -- well, in
talking about that data is unavailable at a finer
level of granularity, we're talking about the ability
to estimate costs at lower than the wire center
level. What the Staff's distance-sensitive proposal
has done is create a way in which you can estimate
costs at a finer -- at a level of granularity less
than the wire center by estimating the statistical
relationship between costs, loop lengths, and the
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density of the wire centers.

Q. Well, then, let me turn now to Bench
Request Number Three, Staff's response to Bench
Request Number Three.

JUDGE WALLIS: Let me ask if the parties
have a copy of those documents? Have they been
distributed, Ms. Rendahl?

MS. RENDAHL: Yes.

JUDGE WALLIS: Thank you.

Q. Mr. Spinks, you prepared Staff's response
to Bench Request Number Three?

A. 1did.

Q. How did you produce the plot of points that
are attached to this response?

A. The regression software in the Excel
program has an option to produce residual plots. It
also prints out the specific residual data associated
with the regression, and this plot was -- it was
asked for that | plot the residuals against the log
of cost in the bench request, and that's what this
graph reflects.

Q. And I thank you for that response. Are you
aware of statistical programs that also plot such
diagrams?

A. Yes, there's lots of different regression
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software.

Q. And I've handed you a four-page document
with four diagrams. Would you accept those as the
product of such a program?

A. Yes, that's what they appear to be.

Q. Okay. Would you accept that on the first
page, that this plot corresponds to your US West
residual plot that you generated using Excel?

A. It doesn't look the same.

Q. Right. But at the top of page one of this
four-page handout, you see the regression results?

A. Yes.

Q. And would you accept that those are the
same regression results that appear in your Excel
file, US West regression in folder sheet one?

A. Yes, they are. | don't doubt that they're
the same; | just note that they look different.

Q. Okay. And looking at the plot of the
residuals that | have provided you here in the first
page, do you observe anything in the pattern of the
residuals that -- do the residuals, for example, do
they look random?

A. No, they -- no. There appears to be a
pattern in them.

Q. And that pattern, for example, let's look
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at the high-cost wire centers. What would that

pattern, where the value of E, the residual being

greater than zero, what would that pattern indicate?
A. Well, there are a number of -- the reason

we do this and the reason | laid the plots out to

begin with is that when we do regression analysis, we

hope to create the best linear unbiased estimators in

the regression. That's why we look at the residuals,

examine them visually, to see whether patterns exist.

10 When patterns exist, they can indicate a

11 number of statistical problems, such as nonconstant

12 variance, multicollinearity.

OCO~NOUITARWNE

13 THE REPORTER: I'm sorry, multi --

14 THE WITNESS: Multicollinearity.

15 THE REPORTER: Can you spell that for me?
16 THE WITNESS: No.

17 M-u-I-t-i-c-o-I-I-i-n-e-a-r-i-t-y.

18 Q. Never look at me for guidance on spellings.
19 A. 1 was looking at the heavens. And in any
20 event, this first graph appears to show a pattern
21 that would be indicative of one of these statistical
22 concerns.

23 Q. And would you agree, Mr. Spinks, that the
24 dependent variable E, the variable that's on the Y
25 axis, is the residual, and the residual is calculated
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as the actual value minus the predicted value?

A. Yes.

Q. And so where we -- would you agree, Mr.
Spinks, that where we observe a value of E greater
than zero, that indicates that the actual cost
estimate from the Hatfield Model is greater than the
value being predicted by your regression?

A. That's correct.

Q. And so finally, just on this last page,
where we see to the right of the word line -- right
of the word LN cost, the log of cost, that most of
the values are greater than zero. That would

indicate, for high-cost exchanges, that the model is
under-predicting the level of cost?

A. That's correct.

Q. Now, Mr. Spinks, could | ask you to turn to
page two of this four-page handout?

A. [ have it

Q. Okay. Now, looking at the plot of this --
of these residuals, where on the X axis we have
distance, the average wire center distance, and on
the Y axis, we have residuals, do you observe
anything of note in the pattern of these residuals?

A. Not a great -- there isn't a very strong
pattern here, but there is somewhat of a pattern,
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similar to the first pattern.

Q. Okay.

A. But, again, not -- it doesn't seem to be as
strongly --

Q. And then, if I could now ask you to turn to
the third page, which is the GTE data, and first, at
the top of the page, you see some regression results.
Do those regression results look familiar to you?
They're identified as corresponding to what appears

A. Yes.
Q. --inTLS-9, revised work papers?
A. Yes.

Okay. Now, looking at these residuals, do
these residuals appear to you to be random, or do you
see a non-random pattern in these residuals?

A. 1think it looks very good until you get to
the upper end of the cost. And once again, | think
you see that same phenomena, although you don't see
the nonlinearity that you've seen in the first plot.

Q. And then, looking at page four, looking at
the relationship between distance and the GTE
residuals, do these residuals appear to you to be
random?

A. Yes, these are clearly random.



02692

OCO~NOUITARWNE

Q. Okay. Now, having looked at these residual
plots, Mr. Spinks, do you have concerns about your
rate recommendations associated with your regression
analysis of the Hatfield data?

A. Well, | think what the residual plot shows
is that in my data transformations, | wasn't
successful in removing the nonlinearity from the
data, or not completely successful, because we didn't
wind up with a random set of residuals. What that
means is something | was perfectly willing to concede
without going through this, and that is it was likely
that there was some bias in the estimation
coefficients.

The question -- but if you're asking the
question, well, does some bias in the estimation
coefficients mean that your proposal should be thrown
out and not used, | wouldn't agree with that. And
the reason for that would be that the -- because
we're reconciling back to the statewide average, even
if you have some bias in the coefficients and you
haven't -- to begin with, we don't know the true cost
and we never will, so this is just another estimate
of what that tries to estimate what the costis. The
fact that it, again, may have some bias in it
shouldn't be taken too seriously insofar as you're
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1 reconciling the numbers back to the statewide average
2 anyway, So --

Q. Thank you. Mr. Spinks, you testified also
in Phase | of this docket?

A. Yes, | did.

Q. And are you familiar with Staff's position
in Phase | regarding deaveraging of loop prices?

A. Yes.

Q. Would you please explain for me what
10 factors changed between Phase | and Phase llI,
11 wherein Phase | Staff did not favor deaveraging, and
12 then, in Phase Ill, you have a proposal not only to
13 deaverage wire center cost, but also by distance. So
14 it seems like you moved from not favoring deaveraging
15 to a very aggressive proposal.
16 A. Sure. In Phase I, our position wasn't that
17 you don't deaverage; it was that we're not ready --
18 it's not prime time for deaveraging, because we had
19 concerns with unless a